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FOREWORD 

This  publication  was  prepared  under  contract 


by  the  <NITED  STATES  JOINT  PUBLICATIONS  RE¬ 
SEARCH  SERVICE,  a  federal  government  organi¬ 
zation  established  to  service. the- translation 

and  research  needs  of  the  various  government 1 

■  ’  L^luiiiUrJ  ny 


departments. 


JPRSi  4383 

■ %  . 1363 


feos;  ^^kyatll 
Moscow, .  21  Hot- 


*0 

[  following  4.*  rfii p^p^sl-ft-1^ f.n  .«r  a  ohapdfir, 
&f->^a^Sook^F:lj^t^  str&^  aarc 
(Finances  of  the  Cor^trlesW^mP&oplei'B 
lay  B.  But atebr*  f*  Bochkova  and'  I.  Shevel*  * 
«sbsr  1959,  pages  284-3X2^  $  u|  ^ 


r',;  Af.fet  the  liberation  of  Korea, .by  the  Soviet  An^r  from  oppress-  1 
pn  hy  the  Japanese  colonial'  regime^  the  Korean  people  proceeded  to  :  j  • ; 
Wild  thrsir  People's  Itemocra tic Such  erdsavqr  was  possible  in."  .F  ‘ 
tee  'northern  part  of  the . country  only*  as  the  I^^MF^^e'^anti-'peciplo  \  :■] 
Olque  became,  ensconced  in  the  southern  'part-'  of  the  country ,  'which  was  ;.  .  ] 
reflected' to  American  occupation.  •'•.•••vr'P u  I 

An  agrarian  reform  was  conducted  in  North  Korea, ".  .Industry, ,  ■ 

I y^nspoytation,  communications  and  'banks,'  which  formerly’  belonged  to  F 
? foe  Japanese  and  to  .the . traitors*  .were  nai&bn&Iissedv  ;...As'a  result  of  ,  F' 

•  tease  measures  new  production  relationships  were  created. in  the  vill-.  . 
;  .go  and  a  People’s  Government  sector  was  established  in  industry,,  which 
!  «cane  a  leading  force  in  the.,  development  of  the  economy*  .!  . 

,  The '  principal  task  of". the  People’s  Government  in  the.  sphere  .of  '•■' 
oonoTnics  was  the  consolidation  and  expansion  of.  the  socialist  .struc¬ 


ture  within  the  national  econcmy  and' an  emphasised  development  of 
ie'iivy  industry  as  a  basis  for  the  country’s  independence  and  ife  strong-  : 
heasing -of  its  'defensive  capabilities'.  Of  importance  in  the:  resolution'  •' 
f  this  problem  was  the  introduction  of.  a  planning  system  ife  ]|9b?  in'- 
tee  national  economy,  "  ...  '■  -*F%v'Fi-  , 

As  a  result  of  the  reforms,  the  People's  democratic  State  was  -i 
tele  to  attain  considerable  economic  success'  during  the  .first  years ; of"; v 
,te  existence,".- Towards  the  end  of  J9h9 'the  frost  important  -branches  '.'•■  ■' 
tf  the  national  economy  of  the  Korean. Democratic  Republic  :  .  J 

exceeded  the  1944  gross  production  :;.wteich  was  the  highest . 

thieved  by  the  industry  before  the  ■''country.  W&  liberated,  y  .•  *v  'j 

The  armed  attack  on'  the  Korean  People;’ s ; Democratic  Repsiblic  '  •]. 
ty  the  American  imperialists'  and  by  the.  Syngfran.  Shoe  clique  in  IffO '  .-  "|-  ■; 
nterrupted  .the  peaceful  creative  work'  of  the  .Korean,  people,  .The  ,  j ./! 
terae  year  war'  (1250-1953)  brought  great  destruction  to  the  national,  j  ."■• 
tconomy  and  caused  incalculable  damage  to  the  population,  According  l,.  ; 
h>  incomplete  data  the  dasmge  caused  to  the  KMDR  (Koreyskaya  Haredno-  . j 
Jembkr ati cheskaya  Respublikfe  Kprean  People’s  Democratic  Republic) 

exceeded  420  billion  won  term's  of  the  old  currency).,..,  .Over"  /■  ,.  .. 

1,700  plant  and  factory  buildings  were  destroyed*  60.0,000.  dwellings : .  • 
counting  to  an  area  of  28^000*000  -frquare  Voters*  over  5,000  schools,  a 
sore  than  one  thousand  hospitals  and  medical-  points  as  well  as  thou-  '  j  , 


\  sands  of  various  public  "buildings  were  also  destroyed.  Cities  .were  i  • 

\  reduced  to  rabble.  .  '  -.••*’  !  ' 

|  After  'completing  the  Three  Tear  Plan  for  the  Restoration  and  ,  ]  ■ 

I  Development  of  the  National  Economy  (I95it-1$?6)  the  KNTSt  not  only  |  . 
t attained  the  prewar  production  level,  but  exceeded  it  in  many  branches 1 
;  of  its  industry®  ,  ’  j 

j  ■  The  successful  fulfillment  of  the  Three  Tear  Plan  and  the 

j  Creation  of  a  necessary  material-technical  basis  insured  •'thejfresehee't 
{  of  conditions  needed  for  long  rang^ecbnosaie  planning  ahd,in  193?,  j 
j permitted  the  Korean ' people  to  start  the  First  'Five  Tear  Plan  for  the 
j  Development  of  the'  National  Economy  of  the  Republic  ..(1957-1961),  which 
I  is  directed  at  building  afsecialist  foundation.  The  first  Five  Tear  |,; 

|  KLaa  is  directed  at  initiating  an  extensive  development  of  heavy  j 
j  industry*  an.  increase  in  the  output  of  the  light  industries . and  that  i 
i  of  agricultural  production  as  well  as  the  completion  of  coopeTativia- 
|  ation  in  agriculture  in  order  to  accelerate  the  building  of  socialise 
|  in  the  northern  part  of  the  country  and  to  significantly  raise  th-j  . 

•j  material  ana  cultural  levels  of  the  people*  } 

|  The  democratic  financial  system,  created -during  the;  first  years!  ■ 

j  of  the  People’s  Government ,per forced  an  important  role  in  the  establish- 
I  went  of  the  new  social  order  and  a  system  of  planned,  direction  of^'"' 

|  the  ecpnomici-.daiifjaloment  rfey  .the  government.  -  :  .  v  ; 

The  basic  financial,  plan  of  the  country  is  the  state  budget  of  j 
I  the  KNDR.  By  consolidating  its  revenue,  from  various  sectors  of  the  { 
j  economy,  by  means  of  the  budget,  the  government  distributes  and  re-  j 
•  1  distributes  -it  according  to  a  plan,basing  itself  on  the  problems  j~~ 
\  of . wide  scale  production,  a  steady  rise  in  the  material  and  cultural  ; 

|  level  of  the  workers  and’ the  strengthening  of  its  defense  capabilities! 
j  The  state  budget  occupies  a  decisive  position  in  the  work  of  building  J  . 
\  socialism  in  KNDR.  ' 

j  mthin  the  state  budget  of  the  KNDR  is  a  central  budget,  an  .  j 

j  insurance  budget  and  local  budgets.  In  accordance  with  the  adminis-  ; 

|  trative  subdivision  of  the  country,  the'  budgetary  system  of  KNBR 
|  includes  nine  provincial  budgets  and  two  city  budgets  of  the  provin-.  ! 
cial  level.  In  addition  to  the  central  budget.  '  •  !  . 

The  Supreme  People’s  -Assembly  reviews  and  adopts  a  state  budgetj"' 
i  annually.  A  single  legislative  act  establishes  the  total  revenues  •  j 
|  snd  expenditures  'of  the  state  budget  and  the  size  of  the  basic  appro—-  j 
:  print ions,  as  well  as  the  subsidies  granted  from  the  central  budget  r 
i  to  the  provincial  and  city  budgets  and  deductions  from  the  local  •  •  i 
budgets  for  the  central  budget,  '• 

People’s  committees  in  the  provinces,  cities,  rural  areas  and 
i  districts'  as  well  as  in  villages  have  their  individual  budgets.  One  j 
;  of  the  duties  of  the  people’s  committees  is  the  compilation  of  and  - 
compliance  with  the  local  budgets  in  addition  to  the  collection  of 

taxes ! 

Successful  restoration  and  a  rapid  tempo  of  development  of  the  j 
national  economy  of  KM5R,  the  brotherly  aid  extended  by  the  socialist  j 


countries  to  the  Korean  People  in  the  elimination  of  the  consequences  i 
of  aggression  by  the  American  imperialist^  a»d  by  the  Id  Sung  Man 
clique  insured  a  rapid  expansion  of  the  state  budget  and  a  systematic 
excess  of  revenues  over  expenditures. 

The rs£|&  Budget  of  KKDR  ^®e  .  j 

(sdllidn  won)  "  1 


i  Revenues 

i 


Expenditures 


'  Excess  of  revenue' 
*  over  expenditures 


1959  (plan) 


219*6 
2.7  6.8 
WS3 
$213 
9013 
1,081.6 
992  3 
1,251,0 
1,530.0 

2,3?5*Q 


199*9 

237.8 

h02.1i 

h96*Q 

.8063 

1,006.2 

956,0 

1,022,0 

1,315.0 

2,201,0 


19.7 
39.0 

52.8 

31.3 

9$*li 

7$.h 

36.5 

229.0 

■215.0 


Q'mte  J  Compiled  on  basis  of  data  contained  in  reports  of 
JChister  of  Finance  KHDft  on  state  budgets.  and  follow 

budget  data  is  converted  the,  new  >n,mjijii  iaf  1959  'MsulTal  a 
means  of  comparison.  The  erari 'is 1  money  was  dohducted  in 
February  1959  at  a  ratio  of  100  to  1.) 


Revenues  of  the  State  Budget  • 

The  supremacy  of  Socialist  property  assures  an  undeviating  and 
constant  expansion  of  the  material  basis  of  the  state  budget.  The 
rapid  rate  of  restoration  and  development  of  the  national  economy, 
the  introduction  of  new  enterprises,  an  increase  of  the  productivity 
of  labor,  a  systematic  decrease  in  the  cost  of  production,  a  further 
development  of  the  commodity  turnover  —  all  cf  these  factors  aid  in 
increasing  the  revenue.  An  especially  large  increase  in  revenue  of 
the  state  budget,  almost  entirely  bn  account  of  the  socialist  sector 
of  the  economy,  occurred  during  the  last,  two  years  (1958-1959)  as  a 
result  of  the  completion  of  socialist  reorganization  of  the  economy 
and  a  sharp  rise  in  the  output  of  all  the  branches  of  the  national 
economy.  In  1958  the  bugetary  revenues  increased  by  22.3$  by  compar¬ 
ison  with  1957,  and  in  1959,  due  to  the  further  consolidation  and  a 
renewed  upswing  of  the  socialist  economy,  they  once  again  increased 
ty-5?  .freareent. 


Badgstary  rfeveaues  -through  direct  t^ea^‘'  th^poptoia'S^  torsi 'f 

^^tioa  of  the  overall  revenue  receipts  add  this1 
ssiOtsio  is  .conti.iaiing  to  -decrease  •  ••  f- 

i  Of  importance  &&  a  source  of  budgetary  revenues '  is  and  vas  the  I 
gjistance  extended  to  the  Korean  people  by  the,- sister  socialist  coun-l 
ui.es  on  a  ba.xs  of  inviolable  principles  of  proletarian  iirtenaation-  | 

SJL.  r-rSTsio.  .  ■  ■  I 


The  Eevewies  of  the  State  Badger” 
(in  adllion  won) 


!  'amount*  . 
1  percent  . 

|  1955 

!  '  'amount'.  . 


amount*  * 
percent  . 


|  amount *  . 
i  percent  « 

S 

!  1958 

|  amount .  * 
;  percent  , 

!  19$9  (plan) 
]  'aaount*  * 
j[5ement  . 


Revenues  trim  state 
and  cooperative-  en¬ 
terprises  and  econ¬ 
omic  organisations 

h7h 

52.6 


fli  e 

6-9*1 


8  Bireot  taxes  {Aid  from  ' 
*  on  the  popu-  'socialist 

ft  -  JlJ _ 


*  laticEs 


736 

.  7U.1 


1*028 


93.5 


2  5  215 
95*3 


121 
13  *4 


1  countries 
rr~~ — — 

! 

1  307 

*  3U.0 


Total 


M 

12.3 


mo.ol 


99  ' 

t 

235 

•1,082 

9.2 

t 

21.7 

t  100 

s 

1 

t 

i 

93 

J 

161* 

1  993 

9.4 

1 

16.5 

*  100 

63 

*  2.7 


*1,251.  r 

*  100.0; 

*  | 

t  -,  | 

*1,530  ! 

*’•  100.0: 

■If  .  *  l 

t  ; 

*2,325  ■ 

«  100.0; 


Based  on  data,  contained  m  the  bucket  report  of  th** 
Minister  of  Finance  KNBR.)  '  '  ~ 


The  principal  revenues  are  yielded  by  the  socialist  sector. 

;  0 vet  the  indicated  6  year  period  revenue  from  'the '  socialist  economy 
increased  from  000,000  von  in  1951;  to  2, 2X5,000, OQO  in  1959, i »e,  i 
;  ly  ii.?  times','  and  their  proportion  in  the  total  budgetary  revenue 
;  increased  accordingly  trosi$2.6  percent  to  95*3  percent.  The  princi- > 
pal  portion,  of  the  bugeth^Steceipts  from  the  socialist  sector  is 
I  comprised  of  payments  made  by  state  enterprises*  • 

!  . '  .  Over  the  same  period  of  time  revenue  from  direct  taxes  on  the  . 

;  people  diminished  fWa  121,000,600 ®  to '  b?, 000,000  won,  i.e*  .by 
;  2.6"  times,  and  their  proportion  of  the  overall  budgetary  receipts  from 
<  13  Jj,  percent  to  2'  percent,  A  certain  increase  in  the  absolute  -amount  ' 

•:  of  taxes  in  1959  occurred  on  acount  of  the  local  and  income  taxes  on 
:  the  people  as  a  result  of  a  significant  increase  in  the  personal • 

!' incomes. of  the  workers  and  employees*  •  j 

I  ■ .  %  way  of  comparison  it  may  be  indicated  that  two  thirds  of 

\.  the  total  revenue  of  the  South  Korean  budget  consists  of  direct  taxes  ' 
•i  on  the  'population.  During  the  1955-1996  fiscal  year  taxes  provided 
;  ?6  percent  of  all  budgetary  revenue.  During  the  'four,  postwar  years 
budgetary  tax  receipts  increased  by  5*3  times.  The  rate  of  taxation 
f  in  South  Korea  is  one  of  the  highest  in  the  world. 

Receipts  from  the  socialist  sector  of  the  economy,  of  the  KNDE  ; 

■  are  comprised  of  turnover  taxes,  profit  taxes,-  and  other'-  non-tax  re*» .  j 

■  ceipts  fro®  the  state  enterprises  and  organizations,  of  the  'i&~ 

{ com©  tax  from  the  cooperatives  and  the  produce  tax  from  the  agricul- 
1  tural  cooperatives.  •  , 

;  The  main  source  of  receipts  for  the  state  budget  from  the  so-  r 

!  dalist  economy  prior  to  1957  were  the  turnover  tax,  budget  differ- 
;  ences  and  profit  taxes  from  the  state  enterprises*  (See-  table  3*) 

!  Budgetary  revenues  in  the  categories,  enumerated  -above  increas-  ; 

I  ed  over  a  six  year  period  from  353,000,000  won  to  2,082,000  won,  i.e*  ; 
|  by  5.9  times  and  their  proportion  of  the  total  revenue  increased  from 

!  39*2  percent  to  89*5  percent,  -  d  , 

.  During  the  course  of  the  Three  Year  Han  the  major  source  of 
i' revenue  consisted  of  profit  taxes  levied  on  state  enterprises,-  which  ; 
;  contributed  fr  of  the  overall  budgetary  revenue  during  1955-1956* 
i  Taxes  "on  planned  profits  by  the  enterprises  arid  economic  organ- 

i  izations  are  collected  on  the  sum.  which,  remains  after  the.  expenses 
!  incurred  in  expanding  the  basic  fund's  of  ; the-  enterprises  are  made, 

•  accretion' of  the  working  -funds  and  other  planned  expenses. k  The  max- 
!  tern  amount  of ; tax  on  profits  of  the ■ various . branches  is  different- 
j  dated  in  a  similar  manner  in  accordance  -.  with  the  amount  of  the  all#*-  , 
•'.cations  for  the  Director*  s  Fund,  In  order  to  conduct'  timely  .and  even; 
j' mobilisation  of  funds  for  the  -state  budget  and  to  prevent  the  accum-  ; 
1  elation  of  large  sums  of  profit  at  the  enterprises,  profit  taxes  are 
!  planned  in  quarterly  "and  monthly  terms.  The  enterprises  and  economic 
i  organisations  make  the  planned  payments  into  the  budget  twice  monthly.; 

■  75  percent  of  the  taxes  on  the  profit  above  the  planned  level,  after 

;  deductions  for  the  Director's  Fund,  are  paid  into  the  state  budget  . 


The  profit  tax  is  computed  and  paid  by  the  socialist  industrial 
. enterprises  themselves ,  These  taxes  are  also  paid  by  the  state  xra y» 

, chasing  agencies .  Deadlines  for  paying  the  profit  taxes  are  determin- 
ed  on  the  basis  of  its  site^sas  established  for  the  various  branches  ■ 

;  of  industry*  '  ; 

A  special  fora  of,  trover  tax  i a  the  K'KDR  is  a  tax  on  non-com- ! 

•  odity  operations,  paid  by.  ■Athrprises  engaged  in  public  services  (now-*" 
!er,  gas  supply,  transportation  and  other  services*)  j 

:  Brier  to  195?  budgetary  revetraes  from  the  turnover  tax  were  !  ! 

: relatively  small  (9  to  12  percent), ■  even  though  its- absolute  sise  ani  ' 
.proportion  of  total  budgetary  revenue  were  increasing  systematically *  . 
ym&lj.  receipts  .fr«a  .the  turnover  tax  was  explained  by  the  low  whole-”  ! 
sale  prices  and  low  turnover  tax  rates .  *  j 

_  .The  principal  source  of  revenue  was  the  budgetary  differences,  ! 

; which  in  essence  were  a  special  form  of  turnover  tax.  They,  formed  as  i 
.a  result  of  the  differences  in  prices  between  the  normal  supply  a»d 
: commercial  trade.  •  .  “ 

•  Completion  of  the  period  of  restoration  and  the  advent  of  the  j 
.  Kan  demanded  further  perfection  of  the  interrelation- • 

snip  between  the  state  budget  and  the  socialist  enterprises  aad  ©con-  I 
■omic  organizations*  .  y 

3n  of  1957  the  wholesale  comidity  prices  were  reviewed  ! 
and  the  system  of  turnover  taxation  was  changed.  At  the  same'  time  the  ' 
budgetary  differences  were  unified*  As  a  result  of  the  increase  in  ,< 
production  and  the  changes  in'  turnover  tax  rates,  budgetary  revenue  I 

f? ^Sei^XraoVey . *&x  illcreased  sharply:  in  1956  they  amounted  to  I 
Lip,  GOO,  COO  won,  i.s.  an  8  fold  increase*  The  revenue  from  this  source 
is  stipulated  to  be  1,1*23,000,000  won  in  1959. 

/ 

.  ’  •  .5 

At.  the  present  time  the  turnover  tax  is  the  basic  source  of  rsura 
budgetary  revenue  in  KNBR,  This  assures  steady  and  regular  budgetary  ■  - 
revenues  inasmuch  as  the  turnover  tax  is  paid  as  a  firmly  established  ? 
portion  of  the  price  of  a  unit  of  production*  •  t  ‘ 

.  ks  a  resiilt  of  a  number  of  productive  conditions,  variations  j 
in  the  cost  of  production  in  the  different  enterprises  and  different  l 
profit  margins,  as  well  as  the  bearing  of  problems  associated  with  the  f 
consolidation  of  the  principles  of  accountability  at  the  state  enter- i 
prises;  another  method  of  mobilising,  funds  for , the  budget  has  been  .  •! 
yjtp served  —  profit  taxes.  In  1959  the  co-relation  of  the  revenues  •! 
7fse  two  sources  are  expressed  by  the  following  proportion:  *  i 

v turnover  tax)  and  31 .7%  (profit  tax)  and  in  1956  BkM  and  j 

■i5*o%  respectively.  j  • 

Among  the  non-tax  budgetary  revenues  are  those  from  state  grain  \ 
sa^es.  In  1956  this  source  of  revenue  amounted  to  235.000  won  (23*7%) 
and  In  1957  (plan)  50,000.000  won  (9.?«/feo  tfotg/  ,fi00rJ“  £ r™  i 
enues  from,  this  source  Is  explained  by  the  fact  that  in  1957  a  portion  i 
o?.  the  reserves  from  the  sale  of  the  state  grain  began  to  be  allocated  i 
.?.?*. ttse  Purchasing  organisations,  in  connection  with  their  trans«  | 


7 


!fer  195?. ; 

,..  .  •  *®Iv  i©ve,tpvs  from  state  enterprises  of  KKDR  i«  *i,e'  i 

*»  «.  *»  It  » «T„tr  i 

i  relationships  ixlst  S  tteS  SZF"”*  PU”  ^  V 

.  „*s  ....  _  .*..:■ 


isxa  sw  sriMrssas  sr® 

rS^lw’  ]lf‘  “d  tBe  I*’”***  tOong.  to  the  given  oooperati«,  i 
lfSZ*  X*R  °“ua  par*  0±'  their  for  payment  to  a  government  *  <■ 

h«rs  tax  characteristics .  the  tax  policies  of  the  lS£!TS  ! 

iWjrt^g  t “  i°S?ea*?vrSra  jh?  ^ppative  econony  is  aimed  at  cob-  i 
,  -  .c.g  *.-e  interests  of  the  state  with  those  of  the  cooperative  racers. 

*ur  th Ca"‘e.'^n  0f  the  incomes  of  *»2®  cooperatives" 
'*  ^  ll1-Coffie  taxes  are  levied  on  the  cooperative 

;  ihe3«  taxes  are' paid  tiy  the  eonstoaersf,.  producer.-**  2?^- 

jctJw  5X2  SratiVeS*  AgrLOTltWal  ^P^ivee  pay  tee  agri4 

L  „  .  ,  ^  part  of  the  producers8  cooperative?  were  traK,  J 

jferad  to  goverawnt  control  rad  the  entire  confer  coojratira  sertiV 

J«Wi«^  of  either  the 

!»fcior  dSelS;-  ‘  ”“U  “  thM>  «-*  cooperative 

‘<nA  +.  t»r».oyer....tax  is  levied  once  .only  oh  the  state,  enterprises  1" 
thatXetSSserX  thst  «•  manufactured  or  those  ]~ 

*  *• basis  «» i 


': rrlf>7^^r  ”r  r  ;. "rr-  antons  ~  «**  ***ora  t  he  producers8  ! 

.cooperatives  and  the  fishing  cooperatives  io$, 

ireceiveGS*af^S?S°^ieS  of4.cdoPeratiV«  eftterpkses  and  organisations  ! 

;  ^  inCCMe,  J  rates‘  Snch  8S  the  newly  organised  , 

working  on.  local  raw  materials  and  state  Indus  ' 
iX^:;  are  not  required  to  pay  taxes  for  two  yea rs,  and  " 

.h-w^v  organized  fashing  cooperatives  are  exempt  from  taxation  tor  -i  ! 
period  of  one  year  from  the  date  of  establishment.  Ev^grStS  pre^ 
•ercntial  tax  rates  are.  .granted  to  the  cooperatives  composed  tf  wXetJ 
| expand  ^.asaxies  of  those  who  are  in  the  military  service  they  are  1 

;  f°r  °ne  or  fcwo  ymrs  frm  the  the  of  organ-  ! 

jiaatxon^and  ohereaiter  the  tax  rate  is  2&  below  the  establirtiedratei 

lersi  roo^ J-f5l^het  l9^6  tkS  iJCowe-and  turnover  taxation  of  product 

have  a  weak  production  basis  and  poor  production 
'0f  S5t^f'S2e3  t  l&  J  XRCl?e  war  Teterans,  those  having  a  la?ge  number* 

itL  armed ^oXr«frSi?r  ±asf1U*  some  ^mb^rs  of  which  are  serving,!^ 
i  ;t9  a™©a^.oi^es  as  well  as  dependent  workers  and  emnlovees  not  reo«iv 
jing  supplies  in  accordance  with  normal  rations)/®*®  -1*  ta¥..  .  i~ 

:«c,r.idra  >  a  prafraential  d  1 

}.  ■  HSEW  ^lagchu  €h8oso^-.  S6/X,  1956)  ;: 

i - ;tb®  cooperativiaation  of  agriculture  was  devdop4 


8  . ... 


lag  on  a  wide  scale  among  the  broad  peasant  masses  daring  the  postwar 
.period.  Vy  the  end  of  1953  there  were  slightly,  over  800  agricultural 
cooperatives  'in  the  country, '  which  included  1.2#  of  all  the  peasant 
families,  by  August  of  1958  coboerativization  was  completed.  Cooper- 
utilization  included  all  tbs'  pee sent  households  and  the  entire  land 
area  of  the  country;  •  in  ■  this  '.Banner  the  difficult  and  complex  task 
of  the  revolutionary  re^niyition  of  agriculture  was '  resolved  within 
a  period  of 'four  to  five  years.  As  a  result  of  the  increase  in  the 
:  size'  of  the  cooperatives  that  was  letff eqted  .  at  the  present  time 
;  there  are'  3,8b 3  large  cooperative  fanes,  which  occupy  entire  adminis- 


’ trative  areas.  ■ 

fhe  state  conducts  a  policy  of  aiding  the  agricultural  cooper-  . 
stives  and  extends  all  possible  material  and  financial  aid  to  them. 

One  form- of  such  aid.  was  the  preferential  agricultural  tax  m  kitad. 

;  rates  dn.ri.ng  the  process  of  coopers ti visa ti on  of  agncu.t tore •  m  acc- 
; orderce  Kith  a  law  adopted  in  December  1955  the  tax  rate  for  agricul¬ 
tural  cooperatives  was'  lowered  by  5#  by  comparison  with  the  rates  for  • 
Individual  farasers  *  This  was  instrumental  in  consolidating  the  coll¬ 
ective  farms  and  promoted,  the  development  ox  the  cooperative  Movement. 

1956-1957  the  principal  portion  of  agri cultural  taxes  .were  paid  by  . 
the  cooperatives,  sad  not  by  the  individual  farmers,  as  was  the  case 
’i  daring  the  aarly  postwar  'years. 

Considering  the  fact  that  in  1958.  the  cooperativf.zation  of  . 
agriculture  was  completed,  the  Fifth  Session  of  the  Supreme  People’s  ■  * 

: Assembly  of  the  KF.0P  adopted  a  new  law  in  February  of  1959  regarding  ■ 
•the  agricultural  tax  in  kind.  In  order  to  achieve  further _ accumulation 
<pf  capital  by  the  agricultural  cooperatives,  the’  acceleration  of  tech-  . 
inioal  and  cultural,  reforms  in  the  villa?©  and  &  higher  material  and  . 

■  cultural  levels  of  the  peasants,  the  tax  in  kind  was  considerably 
■i  lowered. 


According  to  the  new  law  the  agricultural  taxpayers  are  those  ; 
••who  directly  cultivate  the  land,  (agricultural  cooperatives,  various 
•enterprises,  organisations,  the  population.)  This  aspect  of  the  new 
law  reflects  the  new  social  economic  structure  of -the  Korean  village,  . 
which  originated  as  a  result  of  the  completion  of • agricultural  cooper-, 
ativi.za.tion..  Even  though  the  principal  portion  of  the  agricultural  .  < 
taxes  consisted,  of  the  payments  .  by  agricultural  cooperatives,  the 
basis  for  its  computation  prior  to  1959 'was  the  income  of  the  Individ- 
foal  peasant  household.  ••.’  •  ■  \ 

The  average  tax  rate  for  grain  crops  was  lowered  frost  22 .1$  to 
10#,  and  the  rates  for  all  other 'items  of  agricultural  production  in- 
. eluding  .grain  were  lowered'  from  20 »1#  to  8.b#»  Out ting  farming  was 
completelv  exempt  "from  taxation.  -Lower  tax  rates  apply  to  incomes  from 
‘land  that  has  suffered  from  natural  disasters  and  that  obtained  from 
.  virgin .  lands  ./See  Note?  ! 

{ •  Mingchu  Ch  ’  osong  ,  22/11,  1959.)  ...  . 

i  Tfle  perceTnSirTTOrTWf^the .  agricultural  tax  are  determined 

ion  the  basis  of  the  fertility 'of  watered  and  dry  fields  differentiated 


j according  to  the  .1 various... crops..  The  size  of  the  agricultural  .tax  in 
|  kind  levied  in .' accordance  /with  the  new  law  mil  remain,  unchanged'  for 
1  several  years, 

|  The  lower  agricultural  tax  rates  decreased  the  state  budgetary 
| revenues  from  its  in  1.959  they  comprised  a  total  of  only  0.8£  of  the 
|  overall  budgetary  revenue.  /See  Note/  ' 


(/Mote/  'rKew  Korea11,  So  102,  j  1959,  page  5*)  .  j 

'  4  Direct  taxes  on  the  population. include  the-  agpd-cultural  tax  in.  j 
kind  (that  portion  of  it  paid  by  timbers  of  the  agricultural  cooper**.  ] 
iatives,  workers  and  employees,)  incline  tax  and  the  local  tax.  ; 

i  -Direct  taxes  on  tfee  population  in  the  KUDR,  as  in  other  people's 
;d«tiocratic  countries,  .--are  used  to-  apply  part  -of  the  workers  incomes  foil 
.th©  building  of  socialism.  .The  incomes  and  capital  accumulation  in\  .,  I 
) various  social  layers  are  controlled  by  means'  of  snob  taxation.  %•  | 

jectablishihg  a  progressive  system  of  taxation  -  the  state  is  able  to  .  | 

:  control  -incomes  of  the  private  enterpreneurs .  During  the  last-  several  i 
years  the  People’s  Democratic  Government  was  conducting  a  policy  of  j 
i  stimulating  positive  aspects  of  the  -activities  of  the  individual  enter 4 
’prises,  in'  addition  to  limited • capitalist  undertakings, . in  the  inter¬ 
ests  of  building  socialism.  During  recent  years  taxes  applying  to 
; petty  and  average  private  -  traders'  and  merchants,':  as.  well  as  to  ha:uu±£  [ 
I  craft  workers  and-  members  of  the  free  -professions  ware”- lowered.  \ 

Along  with  "the  creation  of  a  basis  for  socialist  industrialize.-© 
ition  and  the  coojperativlzation  of  agriculture  and  of  the  handicraft 
: industry,  a  policy  of  peaceful  socialist  reorganization  of  the  private  ; 
i capitalist  industry,  and  trade  was  being  conducted.  The  Labor  Party  j 
•of  Korea,  basing  itself  on  the  interests  of  the  revolution  and  consid-  j 
Soring  the  historically  formed  peculiarities  of  the  private  sector,  un-  j 
:dcrliaed  at  its  Third  Se3sion(April,  1956.)  that  the.  basic  method  for  ! 
laocialist  reorganisation  efr-the  private  merchants  and  traders  was  thr-  i 
jough  coopera tivizati on.  .  Proceeding  along  this  line  the  Korean  people  I 
; successfully  completed  .the  socialist  reformation  -of  private  industry  .  j 
land  trade  in  1958.  '  \ 

In  general,  revenues  from  direct  taxes  on  the  population  during  \ 
the  postwar-  period  'comprise  a  small  portion,  of  the  overall  revenues  -  •'• 
for  the  state  budgets  their  proportion  and  absolute  amounts  are  sys~  I 
Items tically  decreased-  as  a  result  of  the  policies  of  the  'KKDR,  which 
/are  directed  at  Improving  the  welfare  of  the  people ,  ; 

-  Prior  to  the  cooperative aation  of  agriculture,  the  basic  tax  j 
son  the  populationzwas  the  agricultural  tax  in  kind,  which' was  paid  by  | 
.  the  individual  peasants  and  by  members  of  the  agricultural  'coopera-  | 
tives.  Starting  with  January  1956  the  average  crop  yield  -for -the  past  \ 
several  years  instead  of  the  crop  yield  for  the  current  year  from  a  j 
given  area  was  used  as  a  basis  for  taxation.  The  rural  people's 
-committees  determined  the  average  crop  yields  on  the  basis  of  a  multi-  j 
lateral  mass  discussion  at  general  peasant  meetings .  The  established  I 
average  crop  yield  is  used  as  a  basis  for  taxes  for  the  following  -| 
several  years.  This  assured  ,a  stability_in  the  amount  of  the  tax^ 
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: applying  to  each  peasant  household  and  created  an  incentive  «wng  the  : 

| peasants  for  improving  land. cultivation  and  raising  crop  yields.  j 

|  ?*•  ovwralHtax. depended  on  the  crop  yield," obtained  from  the  j. 

| cultivated  area  (l»e,  on  the  size  of  the  land  plot  and  the  yield  per  I 
jurat  of  area.)  Tax  rate'C|are  progressive,  they  are  differentiated 
i according  to  the  various'.’' agricultural  crops  depending  on  the  crop  'yield 
j  obtained  at  the  different  localities  •; 

I’  tlce  was  tored  at -20*;  and  27$,  depending  on  the  '  I 

|C*ep  yie^d,  industrial  and  vegetable  crops  -were  taxed  at  10%  to-23f."  * 

fruit  orchards  --  2'3$  to  25$,  zhensheng  crops  (ir regardless  of  the  | 
crop  yxeld)  were  taxed  at  23$ ./See  Note/  ,  '  | 

■  ('Mot e/  Register  of  the  Ministers*  Cabinet  of  the  KKDrA  ’  '  L 

|  ■  19S6J  !■ 

}  -Private  land  plots  belonging  to  members  of  the  cooperatives  and  I  ' 
j those  earned  by  individual  peasants  and  not  exceeding  3Cfpkhen  (one  I 
!p<he&  o-raais  3.3  square-  meters)  in  area  were  exempt  from  taxation  and! 

.  .pK.;&n  |;lots  -located  in  areas-- of  lew  fertility  were  exempt  from  tax-  j 

•avion.  v  virgin  lands  tilled  by  the  peasants  themselves-  wore  'exempt  '  ; 

| for  periods  of  from  one  to  three  years,'  as  well  as.  Cultivated  fallow  ,'( 
tland,  and  fruit  orchards  for  a  period  of  two  years  after  the  plants 

w  ..  '  '■■■■;  : 


j  twite  and  hog  raising  wore  not  taxed  at  all.,  this  wa  a’. 

.jim.portan.-t  factor  contributing  to  the  development  of  animal  hdsby.diy .  I 
fin  order  to  reserve  grazing  -  and  pasture  lands  in  areas ; where  animal  !- 
;  husbandry  >s  well  developed -it  is -permitted  to  pay  part  of  the  'taxes  ‘  j 
■'■n  produce  (meat  and  fat.)  The  rate  is  recomputed  at  six'  kilograms  .  ‘ 
of  com  for  one  kilo  grain  of  meat  or  fat. 

Deadlines  for  paying  the  tax  are  as  follows:  31' August  for  the: 
early  crops,  up  to  15  December  for  the  late  crops  and  tax  payments  on 
meat. 

j  ’  1,1  °T*der  to  achieve  a  further  development  and  consolidation  of  ! 

|  the  economic  position  of'  the  poor  peasantry  arid  of  the  agricultural  > 
i cooperatives  in  the  mountain  area  the  government  adopted  a  resolution  j 
jin  February  1956  to  lower  the  agricultural  tax  on  households  formerly  I 
[using  the  cutting  method  of  land  cultivation  for  a  three  year  period  I 
j  (1956-1958,-)  by  50$,  and  a  decrease  Of  ‘  2  5$  for  households  utilising  I 
jthe  semi-cutting  method  of  land  cultivation.' ^ee  Kotj^  ■' 

j  of  the  Ministers ! , "Cabinet  of  the  K^DR,»  No  3,  \  ' 

j  1x56)  ; 

j  9r?P  obtained  from  lands  of  low  fertility'  by  cooperative^ 

jand  individual  peasants  were  exempt  from  taxes  in  1956,  as  well  as  the! 

!  ?r°P  yjfljs  £ro-m  3-anda  belonging  to  poor  peasants  who  found  themselves  f 
:in  a  dxfxicult  position  due  to  a  lack  of  able  bodied  faintly  members  I 
jor  for  other  reasons,  as  well  as  that  reaped  by  families  living  on  the; 

I ce-snuiparized  border  zone.  At  the  same  time  a  number  of  poor  cooper- 1 
j  aiives  and  several  categories  of  peasants  were  fully  or  partially  re- 


[members,  v 
jiki  kind  on  tfe 


jlieved  from  -payMsstts-.-dhe'  -in.  settlement  of  government  grain-  loans  and 
jjmst  due  psynents  nt  all  types  amounted  to  26  thousand  tonsodf  graih. 
|£Se©  Note/ 

(/loiej  fRs'gl.ster  of  the  Ministers*  Cabinet  of  the  KNOB,**  No  11*  I 
j  ■■  19^0  ■  1 

!  Is  accordance  with  the  law  of  1909  fegriciltural- cooperative  I 

mxk&rs  and.  employees-  enjoy  lower  rates -in -paying"  the  tax 
i  the  produce  from  thdir  .pfiyate  plots.-  The  volume '  of  taxes 
jtd.ll-  regain  static  for  several  ye&rfe.  ‘  ] 

l  income  tax  on  the  wpolatiarii  which  at  the  resent  time  is  the  I 
[basic  form  of  tax,  is  paid  by  the  workers,  employees, .  literary  and  •  i 
|  art  workers,  members  of  -the  producers*  ©ad  fishing  cooperatives,  handi4 
j  craft  workers  private  ‘traders -'and -merchants  and  other-  individuals  i 

I  having,  an/ independent  means'  of.  income*  ■.  j 

In -order  to  allow  for  the  different  social  position  of  the  | 
j  taxpayer  in  addition  to  their  various  levels  of  income  within  a  single  j ' 
[tax  system,  differentiated  tax.- dates  are  applied. 

Taxes  are  withheld,  from  the  .workers*  and  employees  *  wages  once  j 
ja  month  at  their  place  of  employment  by  the  government, .social  and  f 
j cooperative,  enterprises  and  organisations  as  well  as  by  the  private 
jeuterprerieurs,/' which -then  ’Credit  the  deducted  amounts  to  the  .state-  I 
| budget.  Tax  rates  are ’ established  enpa  sliding  scale?  with  an  income  j 
|  of  -from  -?- -  to'-l5""wan:i  -  the  ‘tax  amounts  to  2 *6#  of  the  total,  wage,  vith  | 
jan.  income  ©f  over  50  won,  the  tax  2.99  won  plus  10#  of  the  amount  .  i 
{over  $0  wea.  .  The  maximum  non- taxable  income  is  7  won  per  month.  If  j- 
•  there  are  four  or  more  dependents  the  tax  is  decreased  by  1*0#.  •  | 

| Pensions  and  assistance  payments  from  the  government  are  tax  exempt-  i 
j«s  well  as  insurance  settlements,  •  interest  on  .bank  deposits,  financial  | 
rewards  for  decorations  and  certain  other  sources  of  income.-  ] 

Members  of  the  producers*  and.  fishing  cooperatives  are'  taxed  'on  | 
jthe  same -basis  as  the  workers  and  employees ,  as  well  as-  those  produc- 
|ersf  and  fishing  cooperativesmembers  in  addition  to  workers,  'employees^- 
J  cooperative  member's  .  and  •  their  dependents  who  work  at  hotae.-  and  release  \ 
.their  produce  to  the -state  or  cooperative  organisations  and  -enterprises! 

, (providing  they  do  not  use  their  own  equipment  or  material)  pay  $%  •  -|. 

: higher  taxes*  •••-.  ■  "  '■  ‘ 


Workers  engaged  in 


of  literature,  -science  and  art 


(Pay  income  taxes  on  the  basis  of  the  same  rates  as  the  workers  and 
j  employees  j,  however  a  idnimum  tax  exempt  income  does  not  apply  in 
'their  case,  and  the  taxable  basis  is  not  thMr  monthly,  but  their 
anniial  income.  ' 

With  an  annual  income  of  180  won  the  tax  is  2.6#,  with-  an 
anaal  income  of  over  600  won  the  tax  is  39.-88#  plus  '10#  of  any  sum  in 
[excess  of  600  won..  The  tax  is  withhold  each  time  the  fee  is  paid. 
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Handicraft  workers  and  members  of  the  free  professions  sre 
taxed  according  to  special  higher  rates.  This  category  also  includes 
’fflewbers  of  producers'  and  fishing  cooperatives  .and  the  members  of 
:  their  families  who  work  at'  home,  using  their  own  materials  .and  equip*  i 
ijBent  and  freely  .selling  finished  products.  This  category  of  taxpayers  • 
!ls  taxed  at  6%  with'  an  amisjal  increase  of  3,600  to  7,200  won  —  1,032  . 
jwoa  plus  of  the  atriouht'- bier  3*600  won*  With  an  income  exceeding  ■■  • 

: 7,200  won  per  year,  the.  above  category  of  taxpayers  are  taxed  on  the 
! basis 'of  rates  applying  to  private’ manufacturers  or  traders, 
j  The  private  traders  paid  taxes  based  on  even  higher  rates. 

| Private  Manufacturers  were  taxed  according  to  the  same  rates  but  with 
!&  20%  deduction.  This  deduction  was  a  means  of  stimulating  the  flow 
of  capital  from,  trade  into  production  in  order  to  increase  the  manufac¬ 
ture  of  consumer  goods  on  the  basis  of  a  wide-scale  utilisation  of 
’ loca3.lv  produced  raw  material  and  industrial  by-products. 

"The  seed -annual  income  of  the  private  traders  and"  industrialists 
' served  ha  the  tax  basis,  in.  contrast  to  other  categories  of  tax  payers* 
The  tax  rate  with  a  semi-annual  income  of  up  be*  120  vote  is  9>t  . 

•I  the  maximum  rate  with  an  income  of  12,000  won  isjf,  1<0X*;6  won  plus  7V 
’of  the  income  In  excess  of  12,000  wok,  /3©e  Note/  .*• 

(JSoipJ  ^Mngchou  Che' song.  23 AH »  1955. )\  • 

The. local  tax  which  goes  entirely  into  the  local  budgets  is  ; 
j  based  on  the  same  priciples  as  the  income  tax.  Its  rates  arp  diff- 
I erentlated  according  to  the  same  categories  of  taxpayers,  but  is 
! computed  on  a  sequential  scale.  In  addition  to  that  the  loeax  tsx  •  , 
affects  'the  individual  peasants  and  agricultural  cooperative  members.' ■ 

■  ’  Workers  and  €®spXQy^£S  arc.  -texad  at  &  rate  of  OeB/s  (with  Ihcotss 
of  7  to  15  won  rer  month)  nn&2%  (with  .an  income  exceeding  <0  won' per 
month.)  The  tax  for  members  of  producers and  fishing  cooperatives,-  ; 
jas-  well  as  workers,  employees,  cooperative  members  and  their  families 
; working  at  home  and  not  using  their  'own  material  or  equipment,  are  t 
•  taxed  according  to  the  same  rates  but  the  tax  is  *$  higher  . 

Scientific,  art  and  literary  workers  pay  the  local  tar'1  at  a  ^  ; 

'rate  of  0*8#  on  an  annual  fee  of  180  won,  and:  2%  on  an  annual  fee  of  j 

:over  600  won,  .  t>.n.  i 

Individual  peasants  having  incomes  annually  of  up  to  500  won  • 

1  are  taxed  at  0*1%/  and  those  having  an  income  in  excess  of  20,000  won 
■per  year  pay  tax  at  a  rat©  of  6%,  Agricultural  cooperative  members, 
pay  taxes  according  to  siMlar  rates,  the  amount  of  the  tax  however ,• 

| is  diminished  by  10# «  .  .  ; 

Private  traders  were  taxed  •  according • to  a  rat©  of  1*7%  (with  a 
t  semi-ahmiaX  income  of  up  to  120  won)  and.  20#  (with  a  semi-annual 
income  of  up  to  1}0,00Q  won,)  and  the  private  manufacturers  pain^taxee  . 
•with  a  %  deduction  from  the  amount  combated  for  the  traders ./See  Not of 

'  *  -a.  „  +  *  ft  „  *  .  ,,  » 


starting  v&tTWEBSTT&t  further  decreases  in  the  income 
and  local  taxes  on.  the  private  .traders,  manufacturers,  handicraft 
; workers  and  members  of  the  free  profession  were  introduced.  Taxpayers. 


'.having  an  average  monthly  incase  of  not  over  100  won,-  the  taxes  were 
i  decreased  by  50%*  Hotg7  •.  . 

|  ■  (/SbteJ  Hangchou  Che/gong,  1956®)  "■  •  | 

One  cf.  the  eowponea^s  oF^tne  state  budget  of  the  KKDR  is  the  j 
.social  instjrarr.ee  budget,-  which -was  separated  from  the  central  budget  in 
1955  and  since  that  time  is  an  independent  link  of  the  budget  system.  \ 
‘Revenue  from  the  social  insurance  budget  is  composed  of.,..' the  monthly 
jdsductiens  made  by  the  state  and  private  enterprises  in  amounts  of  fro* 
10%  to  12$  of  the  wage  fund.  • Cooperative  enterprises  and  organize vioris 
pay  from  5%  to  B$  of .  the . naa-member [workers *  and  employees*  wages  into  ! 
the  social,  insurance  budget.'  In  addition  to  that  workers  and  employees 
of  the  state,  cooperative  and  private  enterprises  contribute  1 $  of  ..  [ 
[their  wage  towards  social  insurance*  Members  of  the  cooperative 
^enterprises'  are  .'not  included  in  the  state  social  insurance  system.  [ 
i  -  In  .-absolute  amounts,  budget  income  from  social  insurance  levies  j 


[amounted  to  the  following,  (according  to .  plan)  /See  Note/J  133.  •’  i  ■ 

iitdllion  won.  in  1955,  XU*6  million  won  in  1956,  17  -million  won  in  1957,  : 
|26.-7  million  won  in  1.958?  their  proportion  in  the  overall  revenues .  of  ,.j  ’ 
rt'be  state  budget  increased  from  1.3%  in  1955  to  2.1$  in  1958.  !'.. 

.(/Io%7  ■■TfeAong  Ksinmun,'  ll/m,  1955,  11/113,  19.56,  15/11^,195?* 
u.3/11,  1938...  Id  actual  ..fulfillment  — ■  "revenues  from  the  social  insur-  > 
lance  levies  amounted  to  13*8  million  won  in  1955 'and  .$-6.-1  million  won  j 
lift  19573  ■  -  .  ..  .  v 

!  Of  great'  significance  in  the  ascent  of  the  economy  of  the  XSDR  !** 

lie  the  brotherly,  .unselfish  aid  extended  to  the  Korean  people  by  other  j 
[socialist  countries.  .This  aid  is  taken  into  consideration  in  the  rev*  I 
jenues  of  the  state  budget  of  the  KNDR  and  for  a  number  of  years  it .  ;  ’  . 

[represented  a  most  important  source  of  revenue.  Due  to '-the  success  i 
'attained  iu  the  restoration  and . development  of  the  national  economy  /  !  . 
lof  the  republic  and  the  consolidation  of  the  internal  sources  of  -reveni^e 
;the  Korean  people  are  utilizing  foreign  aid  at  a  constantly  .diminishing! 
Irate.  The  extent  of  the  foreign  aid  and  its  proportion  of  the  total  } 
revenues  of  the.  budget  decreased  considerably  by  1959*  During  the  .  1 
course  of  the  Three  Year  Flan  grants  from  the  friendly  countries  amount 
•ted  to  23*1%  of  all  the  budget  revenues,  and  by  195?  .  ’its  proportion 
decreased  to  12.3%,  and  in  1959  budget  it  is  stipulated  (together  wit* 
credits)  -at-  2.-?%#  /See-  Note/ 

j  (-/Fete/"  ' -KoJcag  H3imnn,  20/11,  1959.)  I 

Extensive  aSTTo  the  KNDR  has  always  been  given  by  the  Soviet  | 
[Union  •  Immediately  after  the  end  of  the  war  in  Korea ,  the  Soviet  gov-  | 
ierhmant  offered  the  KNDR  aid  in  the  amount  of  one  billion  rubles.  In  j 
September  of  1953  both  countries  agreed  that  these  funds  be  used  for  -.  i 
jthe  restoration  and  reconstruction  of  the  enterprises  that  were  des  -  j 
Itroyed  and  for  the  building  of  new,  large  enterprises,  which  Will  serve! 
jas  a  basis  for  strengthening  the  national  economy.  In  addition,  the  j 

Soviet  government  diminished  by  one  half  the  credit  payments  due  on  j. 

ithe  credit  extended  to  the  KNDR.  in  accordance  with  the  1 9h9  agreement 


;and  postponed  its  final  settlement  for  an  additional,  several  years  i 

L  •  The  TJSSR  delivered  a^ieultural  machinery,  fishing  vessels',  *  ! 

building  materials,  transformers,  various  building  and  highway  machines! 
paeans  of  transportation,  equipment,  materials, 'technical  documentation J 
ponsmer  goods  etc.,  to  the  ME  as  aid,  Soviet  specialists  were  com-  • 
jmandeered  to  Korea  to  aid^.4fcs  Reconstruction.  ,  .  | 

L.  .  Tl*e  Chinese  People’s -  Republic  concluded,  an  agreement  with,  the  1 

•  in  November  1953  for  postwar  economic  cooperation.  The  govern-  ' .  j 


firr,  AAA  W  ”  «  V  TrFj  ^  BUU*WU“  VW  mt  appropriation  i 

Pi  000,000,000  yuan  for  that  country.  ■  As  part  of  &ueh '  aid  the  .CPfc 
provided  a.  large  amount  of.  various  Materials  and.  centimes  to  extend  I 
i ts  cooperation  in  the  building  of  a  number  of  important  industrial 
^projects,  A 'large  amber  of  'Chinese  people’s  volunteers  directly  I 
participated  in  .this  construction  work,  j 

;  .government  of  the  German.  Democratic  Republic’  resolved  to  * 

jprdviae  Korea  with  aid  in  the  amount  of  SU5>U  million  rubies  during  ! 
P-9^5-1956*  Ihe  GDP.  assumed  the  task  of  restoring  the  city  of.  Ham'htmg  | 
if  *®P-  thesupp^jgof  material  to  that  point  and '  the  provision  of  } 
jtechnxcel  oiroction.  In  addition  to  that  the  GDE  provides  assistance •  j 
in  une  restoration  and  construction  of  a.  number  of  large '.industrial  ' 
projects,  -German  specialists'  are  directing  a  number  of  important  con-  ! 
jstractionpreiects,  /See  Hojgf  •  ,  •  .  /*  s,  •  •/  •  :j 

|  .  (zffote/ .  -KancfShe  KonsoIV  Ho  9,  1^6*)  -  •  i 

L  ,  _  Kiich  assxsianesTs  prodded  by  the  Cschekoslovateian  Republic  ! 
xn  the  construction  of  machine  building  plants,  an  automobile  reoair  i 
jand  maintenance  plant  and  a  number  of  other  enterprises.  Czechoslovak-' 
|ia  supplied  Korea  with  buildingraasd  other  materials,  'and  also  provided  < 
extensive  scientific-technical  aid,  •  .  .  "j 

The  foolish  people  provided  Korea  with  building  materials,  bull-  j 
dossers,  hoisting  cranes,  belt  conveyers,  steam  locomotives  and  other  ! 
.equipment  in  addition  to  assisting  in  the  construction  of  industrial  i 
projects »  l  '  i 

The  Hungarian  People’s  Republic  obligated  itself  to  construct  | 
a  number  of  industrial  projects.  It  provides  aid  in  the  form  of  elec¬ 
trical  equipment,  means  of  communication  and  sends  its  specialists  to  ' 
Korea,  •_  • 

„  5he  Bulgarian  .people  participated" 'in.  the  construction  of  a  tile  ! 
factory,  and  a  woodworking  plant,.  Roigaria-, supplied  Korea  with. a  large! 
amount,  oi  cotton  fabric,  window  panes 'and  also  sent  specialists,  "  *•  J 

,,  •K,ssania  ts  providing  equipment  for , a  number  of  plants,  passenger! 


»xw«tra.ai^  people  sent  cotton  fabric,  asphalt  and  other  material  to 
.Korea.  Clothing  end  food  were  shipped  as  well  as  a -large  number  of 
cattle  from  the  Mongolian  Peoples  Republic  to  Korea,  M&e  Mote? 

( /Rote'/ Kench zh e  Konsol’.No  9. '1956,  ^ 

\ .  -  As  a  result  of  the  visits  made  by  a  KMDR  government  delegation 
...of .  19J?6  to_a _m®ber_ of  countries  of  the  socialist  camp, 


j_*  '"v"'  '"l regarding  further .  a-td  for-  .^he  Korean  people  was  ■  negotiated 
1,  .  •roth^^  assistance  tgr.  ..countries  of  the  socialist  camp  and  friend  J 
jlj ^cooperation- -with  them  along  with  the  enthusiasm  of  .the  Korean  peoolel  • 
j guaroatee  success  in.. the  building  of  socialism  in  the  I.KBR*  '  '  j . 

; .  . :  . 1X1  ©©atrast  to:  the  aid  being  given  to  the  ffitlDR  by.  the  socialized 

jcoiintij.es,  American  ?aidw  'to  South  Korea  bears  a  predatory  nature;' it  '} 
W***.  c?1™i£l  enslaTOteent  and  the  transformation  of  South  Korea  into  i 

f  mrKet  fox  surplus  •  commoditiesr'i ^'increases  disproportion  in  the  !  I 

seconcay  of  the  southern  . pert  of  the  (country  and  leads  to  the  sharpening 
9p&acMa  contradictions '*  .  •'  '  ;  . ..  •  ")■ 

Ite&er  bhe  ecohesaie  assistance,  the  USA  has 'obtained  | 

Jnf  right  to  Control  mailing,,  the  output  and  distribution  of  the  Indus- I  • 
sm  agfdoultural  production,  the  right'  to  issue  currency  as  well 
m  control.;  birbr  the  activities  or  financial-credit  institutions,  for-  I  ' 
i?uga  .toans,  "import  and  expert,  is  addition  to  the  right  to  irport  into  f' 
^  |‘orda  £rom  the  USA  surplus  food  and  its  .distribution,  S. 

:«a&*  actually  acquired  the.  right  to  control  all  'branches  of’- the'  South  i 


jEorean  economy 


!  ■  .the  autumn  of  19$7,  &$%  of  all  property  in  South  Korea  was'  f 

(under  the  control  of  -  the. Americans*  /lee  -  Bote  1/  and  the  'value  of  '  i- 
property,  requisitioned  by  the  s©  called.  .W. forces  from  the  population,! 
jaunted,  to  .6Ui, 000,000  dollars  .(according  to  data  provided' by  “The  i 
v^mwAs^xpUfer  the  Kestoratioif-of  Korea*)  /See  Note/  i„e,  eight  times  .  i 
greater  than  the  American  investments  towards  “restoration”#!'  •  j, 
{fcJP^SZ*  WKew  Korea,.*.-  hoi,  1 957 •)  \ 


Ioic/2  ®Iew  Korea, “  Ko  I,  1957*) 


,  r:  mpffsx 


ine  easpenditures.  section  of ,  the  state  budget  of  the.ffKBft 
ousracteriaes  -it  as  An  instrument  of  peaceful  economic  construction  "  ; 
and  the  raising  of  material  and  cultural  levels  of  the  people.  .] 

.  budget  funds  .are  being  used  evenly  and  in  a  planned  mariner 

for  the  resolution  ."oT ' tasks-,  confronting  the  People's  Itemocr&tic 
■•country,  ....  '  \  ; 

^  botil  absolute,  amounts  and  in  its  overall  share,  expenditures  "l 
m  the ^ national  economy  .occupy  the.  flrs;fc  olace  among  national  budget  j 
expenditures.  Over  the  past  six  yeorifthey 'amounted -to  71  to  72  %  of  '  | 
,  ©3tpcnd.itures.  ^They  amounted  td  an  especially  high  percentage  | 

jTi  and  an  3956  (Ju  to  7$%},  the  last  two  years  .of  the  Three  Yeas?  | 

(Um  for  the  Restoration  and  Dejoelnjsji^of  the  Country’s  National  j 

— • — - — i 

„ .;;  ‘”';^U'3.ng  the-rhfcde  Year  Plan  budgetary  capital  investments, 

iucluaing  expenditures  for  the  construction  of  social-cultural  project# 
i amounted  to  973,000,000  won  (at  current  prices),  exceeding  the  sums  j 
stipulated  in  the  plan  (908,000,000  won).  In  addition,  parts  of  the  ; 
capital  investments  were  undererlttAa  by  funds  from  the  various  ! 

enterprises  and.  organizations,  j' 

I  .  ..During  the  Three  .Year  Plan  the  budget  appropriated  ^83,-000,000  !' 
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fflfit  fir^^rtTfpil  u'A  on  the  basis  of  data  contained  in  ths  budget  • 

:  r®or-tfo?te.a  Minister  of  FimncgJsfM®®*) 

rwoe?  {h$>J4)  for -Industry,  260,000,  von  (26,750.  for  the  restoration  and 
■construction  of  public  buildings  and  dwellings,  as  weB  as  for  educ-  '  j 

afcional,  nubile  health  sad  cultural  bm^oirtp,  and  8o, 000,000  w>n  / 

Jj220*2Li&yS^^  ^ 


ft<A  t  *#T?  ? 

S^tensdvS”  catsital  investments  along  th  the  labor  .anthusxajSft 
of  the  wjrksr s  •  were  •  conducive  to  ah' accelerated  rate  of  ^reconstruction.- 
I  as  a.  result  of  which  the  level,  of  production  in  most  ^indices  exceeded 
I  the  level,  attained  during  the  prewar-  year  of  191# .  the  industrial 
|  bvpnoii '  of' ' the  ’ economy  of  *KNDR  mastered  the  production  of  .machinery  and 


Compiled  on  the  basis  of  data  contained  in  the  state 
budgetary  laws  of  the  KKDR.) 

consumer  goods  -which  were  not  previously  manufactured  in  the  country. 
Direct  current  generators  were  •  assembled,  for  the  first  time,  as' well 
as  high  voltage  transformers,  latest  model  lathes,  gas  generators, 
high  quality  silks,  drugs,  canned,  me  at  and  vegetables  and  other 
items, 

Along  with  the  financing  of -metallurgical,  power,  coal, 
chemical  and  other  branches  of  heavy  industry,  where  most"  of  the 
appropriations  were  applied,  considerable  sums  were  also  appropria¬ 
ted  for  the  development  of  the  light  industry.  This  permitted  a 
considerable  incfes.se  in.  the  manufacture  of  consumer  goods. 

Daring  the ^ course  of  the  Three  Year  Plan  the  gross  average 
annual  increase  in  industrial  output  amounted  to  Jj2f,  59$  of  which 
was  the  manufacture  of  the  means  of  production,  and'  28$  the  manufac¬ 
ture  of  consumer  goods.  The  manufacture  of  the  means  of  production 


i 

•  .  I 

Increased  by  four  times  in  1956  as-cowpared  *4.  th  1953*  and  the 
production  of . consumes*  goods  increased  by  2.1  times.  /Scf-  Note/ 

{/Sote/  BNew  Korea,"  No  3,  Supplement*) 

The. Labor  Party  of  Korea  and  the  government  of  the-  KNDR  con¬ 
ducted  a  number  of  important  measures  in  agriculture ,  which  suffered 
extensive  damage  during' the  war.'  .The  restoration  and  expansion  of 
tiie  land  under  cultivation  and  the  irrigation  -  system  was  financed 
by  the  government.  Large  irrigation  projects  were  constructed  at 
government  expense  in  South  Pyongan  province  as  well  as  irrigation 
systems  in  the  Synho  and  Kannam  areas,  which  permitted  an  expansion 
of  the  irrigated  area  by  87,000  tenbao.  In  addition  to  that,  a  large 
number  of  small  and  average.;«ized  irrigations  systems’  were  construc¬ 
ted  by  the  peasants,  as  a  result  of  which  an  additional  h.?,000  tenbao 
of  land  were  tilled. 

The  area  under  crop  during  the  course  of  the  Three  Tear  Plan 
increased  by  118,600  tenbao,  the  number  of  machine  rental'  station.-, 
increased  to  i.e.  by  3.2  .times'  and.  the  number  of  tractors  avail¬ 
able  for  rent  increased  to  2,382  (in  terms  of  1,5  .horsepower  untits', ) 
i*e.  by  lj.1  times,- 

In  addition  to  making  capital  investments  the  state  extends 
considerable  assistance  to  the  peasants  by  grantin'-  financial  and 
material  loans.  In  1956  agricultural  cooperatives  and  individual 
peasants  received  3.3  billion  won  worth  of  credit  and -a  large  amount 
of  mineral  fertilizer  from  the  state..  - 

.  Capital  investments  in  transportation  and.  communications  amoun¬ 
ted  to  106,000,000  won  during  the  Three  Tear  Plan,  Due  to  these 
measures  railway  tracks  on  228  large  and  small  railway  bridges 
were  restored,  as'  well  as  30  tunnels,  supporting  walls  and  so  on; 
an  electric  railway  from  Tandok  to  Chongsong  •—  51  -kilometers  in 
length  as  well  as  a  number  of  railway  stations,  and  car  repair 
depots  were  restored  and  put  into  operation. 

During  the  course  of  the  Five  Year  Plan  capital  investments 
were  mad©,  as  was  the  case  during  the  Three  Tear  Plan,  in  the  bran¬ 
ches  of  heavy  industry.  Over  the  past  several  years,  however,,  the 
rate  of  capital  investments  in  the'  light  industries  and  agriculture 
elec  increased  considerably. 

The  successful  restoration  and  development  of  the  national, 
economy  during  the  postwar  years,,  particularly  in  1957,  first  year 
of  the  Five  Tear  Plan,  laid  the  foundation  for  a  more  rapid  building 
of  socialism  in  the  KNDR.  The  Central  Committee  of  the  Korean  Labor 
Party  called  on  the  country's  workers  to  struggle  for  increased 
production  and  to  observe  thrift  in  the  national  economy .  1958  was 

a  year  of  urntsal  development  in  the  productive  forces  of  the  coun¬ 
try,  which  were  liberated  from  the  detrimental  effect  of  the  old 
production  relationships,  this  was  a  year  of  remarkable  success  xo.< 
the  Korean  people.  The  workers  confronted  themselves  wit'.-  a  task 
of  not  only  fulfilling  the  First  Five  Aear  Plan  by  1919,  two  years 


19 


ahead  of  schedule,  bat.  to  considerably  exceed  the  levels  of  produc-  ; 

pxpncu  f 19qi.  m  s,n  branches  of  the  national  econonyy'  t 

. . .  xhf:  wsr&U  volume 'of  capital  investments  by  the  state  for  I 

fy-'Xi  f20r®ted-  tj:°  >01,000,000  won.  j.  exceeding  -by.  37%  the  capital 
iai  195?*  Industrial  production  Increased  by 
'7f  f ^ .  I**®  second  half  of  tie  year*  due  to  resourcefulness 
*';0-  15513  trttrtaataoo  of  local  material  some  1,06g  averts*  sised  and  i 
f*®3-1  enterprise*:  were  constructed  without  additional  capital  invest! 
ef‘mr'  the  gevemaassfc*  A.griei|3.timsl  Cooperatives  financed  the  ’  [ 
construction  of  a 'large  mmsbeT-of  industrial -and  other  concerns.  , 
f  Capital  in  industry  increased  by  y$%  20%  ,of  whietl 

was  invested  In  heavy  industry,  and  11$  in  the  light  'industry,*  Some! 
?hS  o;r  2<?2, 000,00. won  of  the  entire  amount  spent  for  capital  in*"-;  ' 
yesmenta  was  spent  on  inftes'try. 

;•  -  ^-s  «•  result  of  the  cdriendtve  capital investments  made  during 
fcUtt.  postwar  period-,  (I9J&-1958 )  the  annual  rate  of  -growth  of  the 
gssmfaetuK’e  of  the.  weans  of  production  amounted  to  an-  average  rate- 
of  aRd  that  of  consumer  goods  was  %%»  .  The  production  of  brhe- 
torss  excavators,  trucks,  bulldozers,  Electric  mine,  tractors,  tmiyi 
versa?,,  milling- machines,  automatic  weaving  looms,  electric  washing 
monines  and  many  other  ‘articles  never  bef  ore  produced  in  Korea  was 
mastered  jin  19^8,  £5fee--Hoig7‘  :  '  *J;/. 

(Jot|7  “New  Korea,?  No  100,  V)$9f  Supplement,  pp  2,?,) 

In  1 9b9  the  budgetary  appropriations  for  capital  investments  * 
amounted  to  772,000,000  won.  Government  enterprises  and  economic 
organizations  will  invest  230,000,000  won  out  of  their  own  funds*  "" 
fk*y*  of  the  capital  is  invested  in  industrial  building  ard  2$*7%  ! 
are  spent  on  the  construction  of  homing  and  the  building  of  social-! 
cultural  institutions.  Some  Tt.1%  of  the  1*87,000,000  vo  n  alienated  I 
fo.x'  industrial  building  are  designated  far  use  in  the  development  ! 
of  metallurgical,-  machine  building,  electric  power,  coal,  chemical  j 
and  other  branches  of  heavy  industry.  /Bee  Hot eT  ! 

(/HoteT  NodopgHainman.  20/Si,  19 >97) 

Capital  Investments  by  the  government  in  agriculture  ax 
increasing  annually.  •  taking  into  consideration  its  weakened  : 

material  and  technical  basis,  which  suffered  great  losses'  during- the: 
ff-Y  the  government  spent  120,000,000  won  in,  capital  investments  on 
tmt  industry  during  the  pest  war  period.  These  sums  were  used  for 
building  irrigation  systems,  river  dams,  and  an  expansion  of  the 
network  of  machine  rental  stations.  /See  NoteT  j 

(//ote/wjfr-K  Korea**,  Ho  300,  pg  28.)  *-  I 

J5^  increase-  in  the  absolute  volume  of  capital  investments 
by  the  state  in  agriculture  is  accompanied  by  an  increase  in  the 
share  of  all  state  capital  investments  in  general,  which  is  substan¬ 
tiated  by  the  following  data? 
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Therefore  the  Yoluw$oof  ca-cLtal  investment  fcy  the  state  in  . 
agjn  culture  increased  by  over  five  tirr.es  during  a  three  year  period, 
and  its  share  of  the  total  volume  of  investments  increased  almost 

ter-  f  cl  d  '  • 

Due 'to  the'  convera  of  the  Labor  Party  and  oi  the  otate  t‘  --■• 
area  under  agriucltural  crops  was  expanded  by  2U,-OOG  tenbao  and  the 
machine  rental  stations  mechanized  plowing,  sowing,  cultivation  a*n 
other  types  of  field  work  over  an  area  oi  c .*30,010  tenbao.  ^-iai.ng 
1958  the  construction  of  over  10,000  irrigation  systems  was  in 
progress.  As  a  result  the  extent  of  irrigated  rice  fields  *&..! 
reach  9 1J£  of  the  entire  area  under  that  crop,-  ., 

In  addition  to  budgetary  investments  of  capital,  the  fpv«an- 
jnent  extended  considerable  aid  to  agriculture  in  the  Tom  of  credits. 
DuriiiP  1953-1958  2^3,000,000  won  workth  of  credit  was  granted,  for 
orri^u't  tura  and  for  19c-9,  the  government,  tnrough  the, Agricultural 
SS:S^SX  irnurtSg  to  eso’o  -0,000  «,»  for  p^mm 

and  cultural  work.  .  -4  .  • 

'  There  is  a  vldescale  development  in  the  caastmotxon  oi  xrri~, 
patron  projects  at  the  expense  of  the  egri cultural  cooperatives 
themselves.  'Ouring  195?,  for  instance,  the  agricultural  cooperatives 
w51!  invest  Ii.39,000,0  C  won  in  the  cultural  and  productive  develop-  _ 
Bent  in  the  village.  Wide  scale  development  has  occured  in  the  con¬ 
struction  of  average  sized  and  small  electric  power  stations,  ff»®- 
ced  by  the  cooperatives,  in  order  to  resolve  the  prdtl^ol  supplying 
electric- cower  to  the  village  within  one  to  two  year?.  fee 

(AoteT  Kodon  Hsinmuu,  20/11,  19595  "»«»  boreal'.  No  101,  1959, 

•  ■■  The  People's  Government  devotes  considerable  attention  to  the 

restoration  of* cities  and  villages  an-' well  as  housing  which  were 
destroyed.  The  Xivins  space  being  .added  each  year  xs  increasing. 
Ihiriuv  the  course  of  tW  Throe  fear  Plan  13,  LOO, 000  square  meters  of 
housing  was  constructed,  5,100,000  square  meters  of  which  were 
financed  by  the  government.  /See  Mote/.  -  'Workers  and  employees  re¬ 
ceived  1.5L0  thousand  'square  meters  of  living  space  f ran  th e  &>*>ra- 
ment  during  1.95?  (h^%  more  than  in  and  in  195Q  —  ■  ;  - 

th«us«cad  square  meters  of  housing  were  made  available,  an  increase  of 
•  h$,9%.  In  addition  to  that,  30,000  dwellings  were  constructed  at  the 
cooperatives  and  financed  by  the  peasants,  /pee  Note/  . 

(/EbtS/Modon  Hsimsan,  15/HI,  1957*)  _  . 

( /Sote7r,!Ne*'T  Korea**,  No  3,  1958,  Supplement,  pg 2  *  • 
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l":o  1958  the  govememtn  appropriated  177,000,00)  won  for  the 
construction  of  ■  dwellings  and  66,000,000  won  for  the  construction  of 
social-cultural;  institutions j  82,0cb,OOO  won  were  allocated  by  the 
budget  for  cois  tructi  on  work  to  be  done  by  the  enterpris  es  and  or¬ 
ganisations  themselves,  .utilizing  their  own  manpower  and  material* 
Q^bt®7  doctor  Ksirmran,  20/fI,  1959.) 

In  addition  to  being  used  as  capital  investment  budgetary 
funds  are  also  used  to  supplement  ’the  turnover  funds  of  the  economi¬ 
cally  accountable '  enterprises  and  organizations  *  In  1995,-  for  ex¬ 
ample,  3^,000,000  won  Were  spent  for  this  purpose,  and  in  1959  — 
218,000,000  won  (1.8  times  greater  than  in  195-).  Enterprise  funds 
are  srent  for  'these. purposes  to  an  increasing  degree,  in  addition  to 
bank  credit,  whic  comprised  (according’ to  plan) :  1*1*, 000,000  won  in 
1 955,  58,000,000  in  1956,  98,000,000  in  195?.  fiee  KcteJ 

(7)3bte7  Compiled  on  the  basis  of  data  contained  in  the  budget 
reports  of  the  Minister  of  Finance  of  the  KI’fflR.) 

Other  -expenditures,  associated  with  furhter  national  .economic 
development  are  also  financed  through  the  state  budget,  such  ew>..endi- 
tures  £3  the  cost  of  operation  of  the  state  enterprises  and.  organiz¬ 
ations  (686,000,000  won  in  1959),  expenses  involved  in  lowering 
prices  are  compensated,  damage  caused  by  the  war  etc,- 


.%enditAir6s  for  popisl^^gltm'sl  jBeasurea »  J) 

place,  in.  the  share  of  budget 

or  any  proportion ' of  expenditures.  Their  portion  of  -the  'budgetary 
expenditures  increased  from  9.8$  in  195U  to  17*9$  in. 1959,  i.e.  an 
almost'  double  'increase. •  Absolute  amounts  of  the*  budgetary  expendi¬ 
tures  for  social -cultural  measures  a*e* Ineressfag  systematically/) 
from  79,000,000  won  in  1951*  to  1*08,000,000  won  in  1959,  i.e.  an  in¬ 
crease  amounting  to  5.2  times ,  At  the  same  time  it,  in  netmal  with  the 
sharp  increase  in  the  social- cultural  -expenditures  ^tjtogp  was  an  espec¬ 
ially  significant  increase  in  their  proportion  lia -Budgetary  ex¬ 
penditure's.  This  direct  result  of  the  success  attained  'by  the 
Rapa bl4»  in  restoring  the  economy  and  the  high  tempo^  of  development 
of  the  national  economy. 

During  the  last  several ffears  part  of  the  expenditures  for 
social-cultural  measures  a^sS^ag.  made  by  the  enterprises  and  organ¬ 
izations  themselves.  In  1959#  in  addition  to  k0h,000,000  won  appro¬ 
priated  by  the  state  budget,  21,000,000' '.won' ''We  being  spent  by  the 
enterprises  and'  organizations.  Considerable  success  was^tiained  in 
public  education#  5*1*55  school^  were  built  and  restored^by  the  end 
of  the  Three  xear  Plan  2,080  »SsS8M  students  were  attending  various 
educational  institutions,  170,000  more  that  during  191*9. 

During  1959  state  expenditures  on  social -cultural  measures 
increased  3*k  times. by  comparison  with  1956  Appropriations  for 
cultural  and  educational  measures  in.  1 959  were  increased  by  70%  as 
compared  with  1958.  StaxtferffiJith  wovmber  1958  geiikl'ul  uy«*(«>wleeaji 
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,  Noticeable  deTelopmeat  was  wade  in  scientific-research  work.'  j 
la  19$6  the  number  of  .scientific  workers  -  increased  five'  times  in  ec®^  | 
parison  with  !9*>3.  Expenses  for  the  development  of  science  are  in-  '  j 
ertiasita.  sjstemtleally; ,  in  1959  .along  with  tha  .10,000,000  won  app»  j; 
reprieved  bj  bln  state  budget,  5*000,000  was  allocated  by  the  ecot-  \ 
ic  orgasd.sat4.ons  under’  the  jurisdiction  of  -scientific,  institute  or  a. 

'.  '-  The  public,  health  network  developed. ' significantly. '  In  1958  *. 
the  number  of  hfeds  increased  by  almost  2,000  and  in  1958'  by  over  3,000, 
Sosne  230,000  workers  and  employees  ware  resting  in  the  sanitariums  j 
end  rest  'home©,  during  the  Three  Year  Plan  the  number  of  hospital  beds 
increased  by  11*500,000  more  than  ±n  19k9«  '  ■  Hedical-api&emioiogieal  4 
work  advanced  as  well.  •• 

Considerable  success  was  achieved  daring  the  prewar  period 
sin  the  daveloment  of  the  national  culture  and  art,  which  serve  the 
|  people „  By  the  end 'of  the  Third  ^ear  Plan  255 . artistic  and  document* 


|®2y  films  were  released  by  the  potion  picture  studios?  during  1958 
p6B  theatres  and  motion  pictures  studios  were  in  operation* 
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As,a  result  of  rational  use  of  budgetary  funds  for  the  restoration 
ana  farther  development  of  the  national,  economy,  and. for  a  steady  in¬ 
crease  In  the  welfare  of  the  population,  the  KM5E  attained  significant 
success  xn  improving  the  material  position  of  the. workers.  .The 
employees*  and  workers  *'  wages,  are  growing,  £*pm  year  to  year,  retail  - . 
prices  are^ dropping, -the. peasants*  incomes  are  growing' as  well, 

.  .  ^  during  the  postwar.- period,  the  government  lowered  the  prices 
■on  widely  -used  commodities  on  several  occasions.  In  1956  prices' for 
goods  involved  .in  state  and  coonej  ative.  trading  were  }$%  below  these 

of ^  19>3,  am  in  1958  the  retail  prices  drooped  It  2$  below  the  195? 
price  levels*  '  "  ■  -  . 

General  standardisation  of  the  wage  system  for  workers  arsl  emp-' 
-oyfess  was  accomplished  in  1956,  the  wage  rate  system  for  workers  as' 
WeJ1  the  W  scale  for  engineering  technical  workers  and  employees 
As  a  result  of  the  wage  reforms  the  average  income  of 
the  xnaicated  group  of  workers  as  well  as  that  of  the  military  personnel 
was  increased  by  an  average  of  3$i,  The  under-paid  group  of  workers 
benefited  from  these  .reforms  the  rest* 

During  1957-1958  there  was  a  .further  uncres.se  .in-  income  for  the 
workers,  engineering  technical  personnel  and  employees.' 

Starting  with  January-- 1959  the  incomes'  ofvworicers'.  arrf  employees,' 
lu  admix  on  to  the  students*  stipends- were  again  raised  by  an  average 
0i  ho*.  ($ote?'mew  Korea**,  No  100,  1959,  Supplement,  pp  9-iq). 

^  -.he  material  welfare  .of  the  peasantry  is  likewise,  rising, 
during  the  'postwar  period  the  govemsent  undertook  serious  'measures 
for  lightening  the  tax  burden  on  the  peasantry,  which,  along  with 
other  measures  brought  about,  a  material  growth  -in  their  real  incanes.  • 

In  1955  overdue  taxes  in  kind,  counting  to  several-  tern  of 
thousands  tons  of.  grain  were  cancelled  by  the  government,  as  well  as 
toe  peasants*  indebtedness  to  the  banks.  The  fixed  prices  of  a-  number 
agricultural  crons  were  raised. 

Free  choral  cel  supplies  were  provided  on  more  than  one  occasion 
to  the ^peasants  by  the  workers*  class  as  aid,  in  addition  to  labor  aid 
amounting  to  several  million  workdays. 

As  a  result  of  the  successful  development  of  agriculture  during 
19^-0  the  peasant  incomes  increased  as  follows!  (corns red  with  1955) 

2,o  times^in  potato  crops;'.  1,5  times,  in  grain. -.and  3.6  in  financial 
income.  The  peasants  *  standard  of  living, on  the  whole,  is  now  better 
tftan  that  of  the  middle  peasant,  (See  Nodong  Hsinmua.  20/11,  19*9) 

One  ox  the  indices  substantiating  the  growth  in  the-  frell-beirr- 
01  ttje  workers  of  the  K.KDB  is  the  rising  retail-  turnover  of  goods  in' 
state  and  cooperative,  trading,  which,  in  1956,  was  twice  as  high  as  ' 
m  19u9  (at  191*9  'radices),  and  w--s  2,1  times  higher  than  in  1953..  In 
1957  the  retail  commodity  turnover  in  the  state  -and ' cooperative  trade 
increases  by  57%  compared  wiw.  the  1.95b  level,  and  in  1958  the 
increase  amounted  to  h,3>%  by  comparison  with  1957. 


2£} 


Ejj^^fares  for  Defense  and  Government 

With  an  increase  in  expenditures  for  the  development  of  the 

to?!  vS  ?GonoIi?  and  the'  social-cultural  .measures,  the  government  of 
too  Kiwi*  is.  systematically  curtailing  expenses  for  maintaining  the 
government  and  for  military  needs.  During  toe  Three  Tear  Han  expens- 
x°r  maintaining  the.  ..governmental  apparatus  decreased  by  lOJOOO  000 
•won,  and  their  share  of :  all  the  budgetary-  expenditures  decreased  *  ^ 
t°  o.l*.  A  curtailment ■ of  administrative'  expenses  is  conti^a  .ae 
at  tas  present  time.  In  connection  with  the  overall  increase  in  the 
workers  end  employees  *  wages,  expenses  for  the  maintenance  of  the 
government  have,  in  absolute  terms,,  increased  over  the  past  two-three 
years,  even  though  their  share  of  all  of  the.  budgetary  -expenses  dej  .. 
creased  considerably..  In  1959  sour opr ia tic ns  for  the  maintenance  of 
./he  government  were  cut  by  one  million  won  as  compared  with  1958 . 

•  " ,  .  defense  expenditures  decreased:  from  71,000,000  won  In  1953 

io  03,000,000  won  in  1958 'end  1959|  their  share  of  all  the  budgetary 

•  expenditures  decreased  from  8%  in  19%  to  2,8$  in  1959.  By  conducting 
s  peaceful  policy  the  government  of  the  KNDR  recently  decreased  its  ' 

**  82»°°?  ?er|ons*  In  atJtumn  of  1958,  ill  coordination 
wxth  Chinese  People’s  Republic,  the  Chinese  people's  volunteers 
were  withdrawn  from  the  northern  part  of  the  country  in  stages. 

In  contradiction  to  the  peaceful  policies  of  the  KNDR  the 
reactionary  11  Sun  Kan  clique,  urged  by  the  American  imperialists  is 
conducting  an  aggressive  policy,  accompanied  by  an  increase  in  military 
expendxtureo  ana.  the  armed  forces,  it  calls  for  a  military  attack  on  ‘ 
the  KHDk  and  maintains  foreign  military  forces  on  the  territory  of 
South  Korea,  '  ' . 

A  lion’s  share  of  all  the  budgetary  expenditures  in  South  Korea 
are  devoted  to  the  maintenance  of  the  army  and  police.  In  3957  mil¬ 
itary  and  associated  expenses  comprised  iL?  billion  hwan,  having  * 
increased  by-  almost  three  times  since  1953  (year  of  the  armistice, ) and 
in  19 jo  the  military  expenditures  of  the  Li  Sun  Man  authorities  increa¬ 
se*  ky  additional  10,2  billion  bwan  above  their  1957  level!  St  S 
the  total  amouj.it  of  budgetary  expenditures  of  336  billion  bwan,  over 
,12u.„l  billion  bwan  or  over  365/  were  appropriated  directly  for  military 
purposes.^  Military  expenditures  consume  all  of  the  internal  rever  ^ 
o  f  South  Korea  and  during  certain  years  they  even  exceeded  the  tbu  j 
revenues, 


In  addition  to  that  large  atoms  aip.  allocated  for  the  mainten- 
anc®  of  the  police.  A  large  portion  of  the  'appropriation#  for  the 
called  ’’restoration  of  economy”  are  invested  in  the  construction  of 
military  wharves  and  communication  links;  On  the  whole  expenditures 
for  the ^ maintenance  of  the  army  and  police  comprise  aporcadsiately  70S 
of  alt  the  expenditures  of  the  Li  Sun  Kan  government. 

Hie  South  Korean  Army  at  the  present  time  comists  of  almost 
750,000  men  and  ia  one  of  the  largest  among  capitalist  countries,  ■ 
Simultaneously  with  the  increase  in  military  spending,  app¬ 
ropriations  for  social-cultural  and  economic  measures  are  constantly 


being  increased*;; 

The  South  Korean'  has  a  chronic  deficit.  In  fiscal.  1957  fbf 
instance,  budgetary  expenditures  exceeded  their  revenues  by  I69 . 3 
billion  hwan,  i.e.  the  deficit  mounted  to  $k>$%  of  the  total  budget. 
American  “aid”  is  used  to  Cover  the  difieit,  in  addition' to  may  in¬ 
terns!  loans  and  issues  of  paper  m.o aey*.  • 

; -Local  Badgotei .  \  ••  . 

la  association  with  the  development  of  the  local  ecohpagr  and  , 
I  expansion  in  ths  rights  of  the  local  organs  of  government  the  role  of 
;  losal  budgets  is- constantly  increasing. 


The  Oo^leLation  of  the  Central  and  Local  Budgets 
-  of  the  mm  ^ee  Kot^ 
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Revenues**. 

!  1,082 

99k 

91.8 

88 

. 

8.2 

Expandi**.'-' 

tures. 

1 

! 

1,006 

919 

91*3 

87 

8.7 

j  19.56 

Revenues . . , 

1  ;  .■ ; 

9$  3 

880 

88 .6 

113 

n.U 

fepandi- 

9% 

851 

89.0 

•  ,| 

105  ':V 

11.0 

1 95? 

l,25l 

1,092 

87.3  , 

159 

12.7 

!  Revenues . . • 
£kpendi» . 

;  v£0*©$3  •  <%  *  *  *  a 

\ 

1,.022 

883 

1 

8  6„h 

139 

13.6 

,1958 

1  Revenues ... 

1,530 

1,175 

76.8 

355 

23.2 

1  Expend!- 

1  a  *  6  *  «  * 

1,315 

960 

73.0 

•  355 

27.0 

!  1  oVq 

Revenues**. 

2,325  ' 

1,597 

63.7 

728 

31*3 

Rsspendit* 

!  teres.*.*.. 

-2,281 

1,583 

68,1 

728 

•  31.9 

•261  • 


;  (/Kote/  Computed  on  the  basis  of  data  contained  in  the  budget 

■reports  of  -the  Minister  of -Finance  of  the  KMDR  and  the  state  budget¬ 
ary  laws , ) ■ 

During  the  postwar  period  with  the  growth  of  the  stats  budget 
at  2.8  tinesj  the  total  value  of  the  local' budgets  increased  by  9.2 
tines j  and  their  share' fin  the  state  .budget  increased  3.7  times  for 
revenue  and  3-3  times1 Tor  expenditure.  A  particularly  -  great  increase- ■ 
.in  the  local  budgets  together,  with 'an  increase  in  their  share  of  the 
state  budget  was  noticed  during  the  last  two  years.  In- It 59  the  local 
budgets  accounted  for  approximately  one  third  of  the  total  amount  of 
the  "state  budget,  while  in  195b  they  amounted  to  on! j.S%*  -.This  is 
explained'  by  the  fact  that  many"  enterprises  and  organizations  have 
been  transferred  to  the  jurisdiction  of  the  local  organs  "Of  government. 
The  Post  important  sources  of  -revenue  for  the  local  budgets 
prior-  to  19^8,  were  the  receipts  yielded  by  local  taxes  and  the  profit 
taxes  from  local  industrial  enterprises.  These  revenues  were  quite 
inadequate  for  the  needs  of  the  local  budgets.  Therefore,:  a  portion 
of  the  local  budgetary  expenditures  were  wider  writ ten  by  national 
revenues .  The  amount  of  aporopriati ons  for  this  purpose  were  deter- 
mined  'annually  by  the  state  budgetary  laws .  Regulatory-  revenues, 
which  were  partially  state  budgetary  revenues  and  partially  local 
budgetary  revenues,  were  the  turnover  taxes  paid  by  the  enterprise-, 
of  local'  and  provincial  jurisdiction,  taxes  on  non-commodity  oper¬ 
ations,  and  taxes  from  cooperative  and  public- .enterprises  and  organi¬ 
sations  as  well  as  the  income  tax  paid  by  the  copula  b‘  on* ■ 

In  addition  to  the  above, ' the  central  -budget  subsidised  those 
provinces  which  hhd  a  lack  of  local  regulatory  revenue;  In  1956, 
for  instance,  subsidies  were  provided  for  two  provinces.  During 
thatyear  the  provinces  were  appropriated  full  revenue  from  their 
timber  production.  In  195?  all  the  ■provinces  were  subsidised. 

.Revenue  Structure  of  the  Local  Budgets.  /See  Hot ©7 » 

(million  won)  < 

r — — - -•T555— T— t~  1959  ~ 

Amt.  ^  •Amt*  %  »  Amt.  ■  %  tAmb.  % 


50.8  » 


Total  revenue. ... . 100.2' 
Including*  1 

Local  revenue. . . « *.50,8  • 
Deductions  from  * 

national,  revenue  .1*6.1  • 
Grants  from  the  ' 1 


.  - 100 *2 '100.0,  131.4* 100*0 1 


5o.?f  56.1,-;U2.7, 

1,6.0*  37.81  28.8; 


185.8* 

63.1s 


central  budget**-  3.3*  3*3  37. < 


100. Oi 728.0'  100,0 

73*Ot JJ69.0'  78,1 

1  8 

21*.  8*  159.0*  21.9 

I 

/">  t 

C.  4fC  i  *'»  «m  ■ 


(/JrotgTCompil  ed  on  the  basis'  of.  data  contained  in'  reports  made  • 
by  the  Minister  of  Pnance  of  the  KKDfc  and  in  tie  state  budgetary  laws. 
Flan,  data.)  -  . 


In  195?  the  turnover  tax  from  the  state  enterprises  was 
credited  to  the  central  budget  in  its  entirety*  The  consequent  gap 
between  the  revenues  and  expenditures  of  the  local  budgets  was  covered 
by  subsidization  by  the  central  budget. 

The  sharp  increase-in  the  share  of  the  Individual  incomes 
of  the  local  budgets  duri'nyi958  is  explained  by  the  fact  that  they, 
were  granted  all  of  the  revenues  yielded  by  the  turnover  tax  and  the 
tax : on  non-commodity  operations  of  'the  cooperative  organieatbns  and 
enterprises,  as  well  as  the  tax  paid  by  the  state  enterprises  under 
provincial,  jurisdiction  in.  addition  to  the  income  taxes  mid  by  the 
cooperatives  and  the  population,  revenues  frar.  educational  and  public 
health,  institutions,  revenues  from  the  timber  industry  and  other 
sources,  which  were  formerly  regulatory.  The  turnover  tax  on  the 
state  enterprises  under  central  jurisdiction  again  became  the  re¬ 
gulatory  revenue  * 

The  principal  portion  of  the  expenditures  for  local  budgets 
of  the  KKDR  are  in  the  economic  construction  and  social -cultural 
measures  ,  Recently  appropriations  for  the  indicated  purposes  have, 
as  a  rule,  comprised  k/S  of  all  the  local  budgetary  expenditures.  In 
■absolute  volume  these  expenditures  increase  from  year  to  year.  In 
1959  expenditures  for  the  national  economy  amounted  to  351, 000, CCD 
won,  i.e,  almost  2.5  times  more  than  in  1958.  In  1955  1*6,300,000 
won  were  appropriated  far  social -cultural  measures  ard  in  195? 

73, 1*00,000  won  were  appropriated  for  that  purpose,  while  in  1958 
105,^00,000  won  were  stipulated  and  in  1959  1.91.!, 000, 000  won  were 
appropriated  for  the  social -cultural  measures  i.e.  four  times  greater  . 
than  in  1955.  During  the  past  three  years  the  volume  of  peripheral 
expenditures  for  capital  construction  only  amounted  to  27,200,000  won 
in  1957,  65,900,000  in  1958  and  in  1959  they  reached  231*,  000,000  won., 


•K  # 

In  complete  contradiction  to  the  development  of  the  national 
economy  and  the  systematic  improvement  in  the  welfare  of  the  workers  , 
of  the  KKDR  is  the  economic  deterioration  and  the  hard  and  constantly 
worsening  material  situation  of  the  workers  in  the  southern  part  of 
the  country. 

The  only  way  out  of  this  catastrophic  condition,  which  is 
prevalent  in  South  Korea,  is  the  evacuation  of  occupation  troops  from 
its  territory  and  the  unification  of  the  country  on  a  peaceful  and 
democratic  basis. 


